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April 8, 1999

Mr. Donald V. Hammond

Fiscal Assistant Secretary

U.S. Department of the Treasury
Room 2112

1500 Pennsylvania Avenue, N.W.
Wastiington, D.C. 20220

Dear Mr. Hammond:

This letter is written in response to the Deparument of the Treasury’s (Treasury) request for comments on
the advancad notice of proposed rule making regarding access to accounts at financial institutions through
payment service providers. Some financial mstitutions have entered into arrangements with non-depository
payment service providers, such as check cashers, currency dealers and exchangers, and money transmitters. 1o
provide access 1o clectronic federal payments by recipients who do not maintain a bank account at a financial
mnstanraon.

The Division of Banks (Division) is charged with licensing and examining over 2,500 non-bank financial
entitics, including 87 check cashers, 20 check sellers, and 900 foreign transmittal agencies. Licensed check
cashing establishments are located predaminamtly m low- and moderate-income neighborhoods and urban areas.
These entities are also regularly examined for financial safety and soundness and compliance with various
cansumer protection laws and regulations. With the recent changes to the delivery method for federal pas )
the Division believes it is important that appropriate consumer protections be put in place to ensure that recipients
are adequately informed about fees that they may incur or protecuons they may forego by entering mto
arrangements with non-depository payment service providers. The Division would therefore like to offer
camments on the following questions raised by the Treasury on this matter.

Should Treasury regulate or prohibit arrangements between financial institutions and payment service
praviders in which electronic federal payments are deposited into a recipient’s non-ETA account at a
financial institution but made available to the recipient through a payment service provider?

The Divisicn is aware that some financial institutions have already entered into agreements with or are in
the process of developing programs with payment service providers (PSP) for the delivery of electronic federal
payments. While the parameters of these arrangements can vary, they most often involve the consumer accessing
funds through the payment service provider and not a depository financial institution. The Division believes that
Treasury should prohibit allowing PSPs from establishing such relationships for several reasons.
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ACKNOWLEDGMENT REQUIRED: VERBAL WRITTEN NONE __
CALL: (617) 727-3145 X362 if there is a problem with this transmission.

CONFIDENTIALITY NOTICE: The documents accompanying this telecopy transmission may comtain information
belonging to the sender which s legally privileged. The information is intended only for the use of the individual or
cntity named above. If you are not the intended recipient, you are hercby notified that any disclosure, copying,
dismribution, or the taking of any action in reliance on the contents of this telecopied information is strictly prohibited.
If you have received this telecopy in error, please immediately notify us by tclephone to arrange for retum of the
original documents 10 us.
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